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UNEMPLOYMENT AND NEW JOBS 





PECIAL AID to the unemployed heads the list of 

measures proposed by the new administration to com- 
bat the recession and pave the way for increased long- 
range growth of the American economy. President John 
F. Kennedy told Congress, in his State of the Union mes- 
sage on Jan. 30, that “During each month some 150,000 
workers are exhausting their already meager jobless bene- 
fit rights.”” To meet that situation, he said he would send 
to Congress within 14 days “a measure to improve unem- 
ployment compensation through temporary increases in 
duration on a self-supporting basis.” 


The President did not go into detail, but it seems clear 
that the plan he has in mind will closely follow provisions 
of the Temporary Unemployment Insurance Act of 1958. 
That measure offered the states loans to finance extension 
of benefits, under the federal-state unemployment insur- 
ance system, to a maximum of 39 weeks. Seventeen states 
took advantage of the offer, and five additional states in- 
dependently financed an extension of their benefit payments. 
The amount of the weekly payments was not increased, and 


no such increase was proposed by President Kennedy on 
Jan. 30. 


Urgency has been given to the unemployment problem 
at this time by a sharp and rapid growth in the number 
of men and women out of work. The total in January has 
been estimated at 514 million men and women.! Only a 
month earlier the number did not exceed 414 million, but 
that total for December represented an increase over No- 
vember that was nearly three times the usual increase for 
the last month of the year. The number of unemployed in 
December, moreover, comprised almost 7 per cent of the 
civilian labor force.” 





1 Official unemployment statistics for January are due to be published around the 
middle of February. 


2 Seasonally adjusted unemployment rate. 
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The current volume of unemployment is not wholly a 
product of business recession. Rapid growth of the labor 
force and extensive introduction of automation in factories 
and offices have contributed to an increasing shortage of 
jobs. It has been estimated that more than 114 million 
new jobs will have to be created in each of the next four 
years merely to keep unemployment from becoming worse 
than it has been in recent months. How to do that and 
more is one of the difficult long-range challenges that faces 
the new administration. 


Paul A. Samuelson, economics professor at the Massa- 
chusetts Institute of Technology, said in a special task 
force report to Kennedy on Jan. 5 that while the country 
was now in a recession, it was “not realistic to aim for 
the restoration of high employment within a single cal- 
endar year.” The executive council of the A.F.L.-C.1.0. 
voiced agreement with Samuelson that long-term measures 
needed to cut down unemployment included aid to depressed 
areas, expansion of urban renewal and public housing pro- 
grams, federal assistance for school construction, and a 
large public works program. The labor leaders advocated 
a tax cut as the fastest way to boost buying power if un- 


employment went over the 7 per cent mark, as it appar- 
ently now has done.’ 


SHORTCOMINGS IN UNEMPLOYMENT COMPENSATION 


Unemployment compensation is the economy’s first line 
of defense against the loss of income that accompanies loss 
of jobs. Within the past three months, the annual rate 
of transfer payments (including social security and veteran 
benefits as well as unemployment compensation) has risen 
by more than $1 billion and correspondingly increased the 
transfer of income from taxpayers in general to the indi- 
vidual recipients. The number of unemployed among 
workers covered by the unemployment insurance system 
rose to 3,289,000 in the first week of January. That total, 
about 50 per cent over the corresponding total for the first 
week of January 1960, raised the unemployment rate for 
insured workers to 8.1 per cent—the highest rate since the 
insurance system became fully operative in 1939. 


3 Economists, on the other hand, would put additional unemployment compensation 
and such measures as liberalization of housing credit and increases in defense con- 
tracts ahead of tax reduction as fast-working aids to creation of new jobs. 

*In the 1957-58 recession, the annual rate of wage and salary income dropped by 
$7 billion, but the annual rate of transfer payments rose by $5.5 billion. 
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Samuelson said in his task force report that to “improve 
unemployment compensation is one of the most important 


of all measures . . . from the standpoint of anti-recession 
action.” 


The fairest and most effective step the federal government can 
take to help fight the recession would be to expand unemployment 
compensation benefits . . . to those who need them and who will 
spend the money promptly. ... For the immediate future, emer- 
gency legislation is needed to permit all states to continue paying 
unemployment benefits (perhaps at a stepped-up rate) for at least 
39 weeks, regardless of the condition of their insurance reserves. 


Samuelson added that in the long run “a system with 
basic federal standards” must be devised to “cover em- 
ployees in all firms regardless of size; provide unemploy- 
ment benefits of at least one-half of the employee’s earn- 
ings; and extend the term of benefits to a minimum of 26 
weeks in all states, supplemented by an additional 13 weeks 
during periods of high national unemployment.” He em- 
phasized that federal standards were needed “to provide 


for adequate financing and solvency” of a revised insurance 
system. 


Inadequate coverage, administrative deficiencies and an 
irrational relationship between contribution rates and cy- 
clical movements of business have all been cited as major 
shortcomings of the present federal-state unemployment 
insurance system. William Papier, secretary of the Ohio 
State Advisory Council on Unemployment Compensation, 
said on Nov. 19, 1959, that ‘“‘Unemployment insurance does 
not adjust rapidly or adequately to a changing and dynamic 
labor market,” and that the supplemental unemployment 
benefits paid by some companies under union contracts 
“recognized the failure of the regular state programs to 
keep pace with the times.” 5 John F. Kennedy asserted in 
the Senate, April 11, 1958, that “No temporary stopgap 
solution is enough. . . . Only a modernized system of mini- 
mum standards .. . can fully meet this problem.” 


The A.F.L.-C.1.0. in a statement on Jan. 12 directed to 
leaders of Congress declared that “Long-range improve- 
ments in our social insurance system are overdue.” It 
urged Congress to provide for payment of unemployment 
benefits equaling at least half of a worker’s average weekly 

5 Supplemental unemployment benefits paid under union contracts come from com- 
pany contributions to a fund set up for the purpose. Benefits are reduced or discon- 


tinued when the amount in the fund drops below a specified level. Most steel com- 


panies, for example, have cut their S.U.B. payments this winter. See “Layoff Pay 
Plans,” E.R.R., 1956 Vol. I, pp. 355-872. 
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wage. Supplementary unemployment compensation, in- 
cluding payments to unemployed persons with substantial 
earnings records who are not now insured, also was rec- 
ommended.’ 


The Eisenhower administration persuaded Congress in 
1958 to provide temporary extension of payments to idle 
workers who had exhausted their unemployment benefits. 
The current emergency is comparable. The Department 
of Labor has estimated that in the second half of 1960 a 
total of 780,000 workers exhausted their benefits before 
finding new jobs. Help other than public assistance is not 
available to most unemployed persons no longer entitled to 
benefits. Seasonal factors and the impact of the current 
recession are expected to cause an increasing number of 
workers to exhaust their benefits in the first six months 
of 1961. As a result, demands for general liberalization 
of unemployment compensation will be stimulated. 


GROWTH OF A BASIC PROBLEM OF UNEMPLOYMENT 


Unemployment, following a generally rising trend in the 
past decade, has become a serious problem not merely dur- 
ing business recessions but also during periods of relative 
prosperity. Within the past seven years the labor force 
has grown by more than six million persons, but total em- 
ployment has increased by fewer than four million and 
many of those holding jobs have been working only part 
time. Farm employment has declined by over a million in 
the past decade, and factory production and maintenance 
jebs have declined by nearly 1.6 million. 


Since 1953, in a period of steadily rising output per man- 
hour, the average level of unemployment has stayed close 
to 5 per cent. The rapid increase in output per worker, 
in an economy whose over-all production has been expand- 
ing slowly, has led to short-work schedules, layoffs, too few 
job opportunities for the members of a growing labor force, 
and an increasing number of economically distressed areas.® 


©The average is now one-third of regular wages. The duration and amount of 
benefits vary from state to state. The maximum benefit period ranges from fewer 
than 20 weeks to 39 weeks: the period is 26 weeks or longer in 41 states. Maximum 
benefits range from $26 a week in South Carolina to $55 a week in California. 

7 More than 13 million workers employed in agriculture, state and loca] govern- 
ments, non-profit organizations, and smal] firms are not now covered by unemploy- 
ment insurance. Self-employed persons also are not covered. Workers who are 
covered number about 45 million. 

®In May 1960, 12% million workers were holding part-time jobs. The A.F.L.-C.1.0. 
has contended that underemployment in effect added 1.1 million workers to the 
total of unemployed in December. 


*See “Aid to Depressed Areas,” E.R.R., 1960 Vol. II, pp. 944-946. 
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President Eisenhower’s Commission on National Goals, 
reporting last Nov. 27, said that “In practice, we must seek 
to keep unemployment consistently below 4 per cent of 
the labor force.”” Even when jobs are generally plentiful, 
a certain number of people are out of work, most of them 
because of seasonal slack or because they are in the process 
of changing jobs. This so-called frictional unemployment 
under normal circumstances has accounted for a large share 
of total unemployment.’ The frictionally unemployed, 
usually without a job for only a few weeks, create no 
serious problem. It is a different matter when millions 
are out of work for long periods because a business slump 
has drastically reduced job opportunities. 


Persistence of an above-normal volume of unemployment 
in periods of prosperity is likewise hard to handle. This 
is the so-called structural unemployment typical of de- 
pressed areas like former textile towns in the Northeast 
and coal mining areas in Kentucky, Pennsylvania and West 
Virginia. Structural unemployment results from relocation 
of industries or shifts in consumer demand. It results also 
from technological changes like automation which are not 
limited to particular industries or regions. Such changes 
have been mainly responsible for a widening gap, recession 
or no recession, between the supply of and demand for jobs. 


CHALLENGE IN RAPID EXPANSION OF LABOR FORCE 


The long-range problems brought on by structural unem- 
ployment and steady growth of the labor force confront 
the new administration with even more of a challenge than 
that posed by the immediate and pressing problems of the 
current recession. During the next decade the total labor 
force (including the armed forces) is expected to rise from 
the current level of 74 million to about 87 million. Projec- 
tions indicate that 58 million members of the present labor 
force will still be working in 1970, when they will have 
been joined by 26 million new workers and three million 
women formerly in the labor force. The increase in num- 
ber of new workers, about 40 per cent greater than the 
increase in the past 10 years, presents the great problem. 


A cause for comment, even now, is that unemployment is 





In 1957, when total unemployment averaged 2.9 million, frictional unemployment 
accounted for 1.8 million workers, of whom 800,000 were seasonally unemployed, 
680,000 were new workers, and 290,000 were changing jobs. Frictional unemploy- 
ment is a relatively constant factor and thus is not responsible for as big a share 
of the total in periods of high unemployment. 
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highest among those just entering the labor market. In 
December 1960 the unemployment rate for youths aged 14 
to 24 exceeded 13 per cent. Those aged 18 to 24, more- 
over, had the highest rate of long-term (15 weeks or more) 
unemployment—nearly 10 per cent as compared with about 
5 per cent for workers 45 through 64 years of age. 


In the coming decade workers are expected to encounter 
more employment problems than at present once they have 
passed the age of 45. Large corporations, becoming more 
dominant in the economy, usually have maximum hiring 
ages. It is estimated that by 1975 there will be 63.8 mil- 
lion people over 45, of whom 33.5 million will be in the 
labor force. Older workers will experience most difficulty 
in readjusting to technological changes and in meeting 
problems raised by the decline or migration of industries. 
Opportunities for self-employment, where artificial age bar- 
riers are not significant, are expected to be fewer. 


Full Employment Goal and Automation 


PRESIDENT John Adams once observed that every war 
between 1745 and 1812 had been followed by “a general 
distress, embarrassments of commerce, destruction of 
manufactures, fall of the price of produce and lands.’’!! 
Seasonal unemployment, which receives relatively little at- 
tention today, was a factor of great importance in the 19th 
century when agriculture occupied more than four-fifths of 
all gainful workers. In the present century, severe unem- 
ployment has occurred at least once in every decade; that 
is, 7 per cent or more of the labor force has been unem- 
ployed. The proportion rose to one-third at the depth of 
the Great Depression of the 1930s. Since the 1930s the 
federal government has played an ever-greater role in in- 
suring stability of production and employment. The Em- 
ployment Act of 1946 made economic growth, with em- 
phasis on maximum employment, an objective of national 
policy. 


When the bill which eventually became the Employment 
Act of 1946 was first introduced by Sen. James E. Murray 


“John Adams, Works, Vol. X, p. 384. 
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(D Mont.), it was labeled a “Full Employment Act.” The 
measure, intended to implement the first “right” of the 
“economic bill of rights” proclaimed by President Franklin 
D. Roosevelt in 1944, was to assure everyone able and 
anxious to work the opportunity for “a useful and remun- 
erative job in the industries or shops or farms or mines 
of the nation.” The Murray bill represented an attempt 
to meet the ultimate demands of those persons who urged 
that the federal government assume responsibility for the 
economic security of individuals. 


PROVISIONS OF THE EMPLOYMENT ACT OF 1946 


The legislation was modified, however, to remove any 
semblance of a government guarantee of jobs for all and 
to minimize any commitment to the principles of a com- 
pensatory economy. The act did commit the federal 
government, in cooperation with other public and private 
agencies, to “utilize all its plans, functions, and resources” 
to promote adequate economic growth. It declared that: 

It is the continuing policy and responsibility of the federal gov- 
ernment to use all practicable means consistent with its needs 
and obligations . . . for the purpose of creating and maintaining 

. conditions under which there will be afforded useful employ- 


ment opportunities, including self-employment, for those able, will- 
ing and seeking to work. 


The 1946 law created the President’s Council of Eco- 
nomic Advisers and required the President to submit an 
Economic Report to Congress at the beginning of each reg- 
ular session of Congress. The report was to show “cur- 
rent levels of employment, production, and purchasing 
power”; the “levels needed to effectuate” the purposes of 
the Employment Act; “current and foreseeable economic 
trends’; and a “program for carrying out the policy de- 
clared by Congress.” The act provided for consideration 
of the report by a new joint committee of House and Sen- 
ate, which was to submit “findings and recommendations 
with respect to each of the main recommendations made by 
the President in the Economic Report.” 


President Truman, signing the bill on Feb. 20, 1946, said 
“The Employment Act of 1946 is not the end of the road, 
but rather the beginning.” He called it “a commitment 
by the government to the people—a commitment to take 
any and all of the measures necessary for a healthy 
economy.” 
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UNEMPLOYMENT IN THE POSTWAR RECESSIONS 


During the first postwar recession, in 1949-50, unem- 
ployment rose above four million. The total dropped off 
during the Korean War and stood at only 1.7 million when 
the second recession began. In the winter of 1954-55, the 
number of jobless passed the three-million mark. Then, 
despite booming business in an upturn that lasted into 
1957, the economy did not absorb as many of the unem- 
ployed as after the previous recession. 


The country thus entered the third postwar recession 
with a considerable backlog of unemployment. Laid-off 
workers and the annual crop of new entrants into the labor 
force boosted the number of unemployed past five million 
to a peak of 5.4 million in June 1958, when 7.7 per cent 
of the civilian labor force was out of work.’2 Unemploy- 
ment, as usual, was proportionately higher among unskilled 
and semi-skilled workers than among the skilled; among 
younger workers than among the older; among single per- 
sons than among the married; among Negroes than among 
whites. Workers in hard and soft goods manufacturing, 
mining and transportation accounted for well over one-half 
of those unemployed for more than 15 weeks. Some of the 


most serious unemployment was in industries where jobs 
were especially scarce before the recession.* 


Although the first three postwar recessions all followed 
the same pattern, no action was taken to prevent a fourth 
setback. W. S. Woytinsky, one of the country’s leading 
economists, wrote that, apart from the Federal Reserve 
Board, all federal agencies “were unprepared for prompt 
action,” and “the administration was not enthusiastic about 
undertaking anything to provide jobs for the unemployed, 
least of all to take measures which might cost money.” 


Unemployment insurance was the most effective of the 
“built-in-stabilizers” in 1957-58. Transfer payments 
reached a record level. For the first time in the history 
of the unemployment insurance system, moreover, the 
federal government took steps to encourage the states to 
extend the duration of benefits. 


12 Of the total labor force of 73 million in June 1958, 2.6 million were in the armed 
. 6.9 million were engaged in agriculture, 58 million in non-agricultural pur- 
suits, and 5.4 million were unemployed. 
13 See “Lag in Employment,” E.R.R., 1959 Vol. I, p. 6. 
4™W. S. Woytinsky, Lessons of the Recessions (1959), p. 18. The Federal Reserve 
Board lowered the discount rate in March 1958 and again in April 1958, and it re- 
peatedly reduced member bank reserve requirements. 
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The Temporary Unemployment Compensation Act of 
1958, approved June 4 after the recession had passed its 
peak, continued in effect until mid-1959. Seventeen states 
took advantage of the opportunity afforded by the act to 
borrow federal funds to finance continued payments to un- 
employed persons who had exhausted their benefits; five 
additional states independently financed extended benefits. 
Altogether, temporary benefits totaling more than $500 mil- 
lion were paid to two million workers.'® The net contri- 
bution of unemployment insurance to purchasing power in 
1958 amounted to about $2.5 billion. 


AUTOMATION AS A CAUSE OF UNEMPLOYMENT 


While cyclical fluctuations in the American economy are 
held to be the primary cause of unemployment, the tech- 
nological revolution effected by adoption of automatic and 
semi-automatic production methods in almost every indus- 
try has made some old work skills obsolete, has eliminated 
other types of work entirely, and has wiped out companies 
that could net compete under the new conditions. But 
this is not a new problem. Every major labor-saving in- 
vention has forced a redistribution of the labor force. 
When Oliver Evans, in the late 18th century, built an auto- 
matic flour mill which processed grain into flour without 
any human intervention, millers unsuccessfully pleaded 
with Congress for “relief from the oppresive operations” 
under Evans’ patent. 


Fears about the labor-displacing consequences of other 
technical innovations were expressed in the 1870s. The 
Atlantic Monthly said editorially in August 1879 that “The 
labor-saving machine is entering every field, and its en- 
trance is to the workman an irresistible command to ¢9.” 
It was a common view that the supply of labor was greater 
than the demand and that the gap would widen. In the 
case of agriculture, that estimate proved correct. Even- 
tually the Great Depression, caused in part by the econ- 
omy’s failure to adjust to the vast increase in productive 
capacity resulting from adoption of assembly-line methods, 
generated wide fears of technological unemployment. 


Technical changes between World War II and the end 
of the Korean War'® were cushioned, except in the period 
% Sums advanced by the federal government under the 1958 law are to be repaid 


by the states within the next few years. See “Emergency Jobless Aid,” E.R.R., 
1958 Vol. I, pp. 283-299. 


18 See “Automation and Jobs,” E.R.R., 1959 Vol. I, pp. 405-407. 
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of the 1948-49 recession, by rising sales and increasing 
job opportunities. Since 1953, however, introduction of 
automation in many industries has enormously increased 
output and their need for new workers has slackened. 
Although operating capacity of the oil refining industry 
rose from 7 million to 10 million barrels daily in the 1950- 
60 decade, the number of production workers dropped by 
more than 12,000. Fifty per cent more automobiles are 
produced today with no more workers than the industry 
employed in 1947. About 160,000 unemployed auto work- 
ers in the Detroit area will probably never go back to the 
assembly lines because automation has taken over their 
jobs. 


While opening new job opportunities for white-collar 
workers, automation has been particularly hard on the blue- 
collar work force consisting of skilled workers (craftsmen, 
foremen, tool and die makers, etc.), semi-skilled workers 
(operators of single machines, assembly-line workers, etc.) 
and laborers. Jobs held by blue-collar workers represented 
38 per cent of all jobs in 1910, and a much larger pro- 
portion in subsequent years, but only 37 per cent in 1960.17 
Hardest hit have been laborers, whose share of the job 
total declined from 11.6 per cent in 1910 to 6.1 per cent in 
1960. From the first half of 1953 to the first half of 1960, 
factory production and maintenance jobs fell off by 1% 
million. The steel industry had 562,400 production and 
maintenance workers in April 1953 but only 509,000 in 
April 1960. The number of production and maintenance 
workers in the electric machinery industry declined by 
89,000 in the same period; in the automotive industry by 
more than 200,000; in the aircraft industry by nearly 
170,000. 


Bureau of Labor Statistics automation studies have 
shown that few, if any, regular employees have been laid 
off as a direct result of automation. But there seems to 
have been a good deal of what the labor unions call “silent 
firing.” It is their view that permanent reductions in 
the work force, due basically to technical changes, are 
postponed until a general business downturn permits lay- 
offs to be blamed on economic conditions. As recovery gets 
under way, technological improvements are made in the 


17 Blue-collar workers comprise nearly 85 per cent of the membership of labor 
unions. 


92 











Unemployment and New Jobs 


factory and the number of men recalled is smaller than 
the number laid off. 


If technological improvements are introduced by a given 
company at a time when demand for the company’s product 
is increasing, there may be no cutting back of employ- 
ment. But the number of employees remains the same in- 
stead of increasing in proportion to rising output. The 
workers who otherwise would have been hired cannot be 
called “technologically unemployed,” but if they remain out 
of work, technological change may be held responsible. 


Views OF LABOR ON EFFECTS OF AUTOMATION 


George Meany, president of the A.F.L.-C.1.0., said in a 
statement to the congressional Joint Economic Committee 
last July 29 that “Radical technological change has taken 
a great toll.” Meany asserted that “alternative job oppor- 
tunities at good wages” had been insufficient to absorb dis- 
placed workers. “Much of the economy’s rising produc- 
tivity and growing labor force has been translated, not into 
the expanded production of needed goods and services, but 
into rising unemployment and part-time work, idle plants 
and machines and an increasing number of distressed 
communities.” 


Meany agreed that automation will ultimately make for 
“increased productivity, improved national strength and 
living conditions, better public services and increased 
leisure.” But in the period of transition, possibly the next 
10 to 20 years, “the widespread and rapid introduction of 
radical technological change can create vast social and eco- 
nomic disruptions.” Don Mitchell, board chairman of Syl- 
vania Electric, has said that “It doesn’t do much good to 
try and convince the individual worker that over a 25-year 
span there is no such thing as technological unemployment. 
He doesn’t care whether there is or not. All he is worried 
about is that he lost a job.” 


A displaced textile or auto worker cannot overnight be- 
come an engineer or technician or find a job in an industry 
producing automated equipment, and other jobs may be 
hard to unearth in the transition period. The A.F.L.- 
C.1.0. has said it is not “easy for such a displaced worker 
to find a full-time job, at about equal pay, in retail or 
wholesale trade, construction or the services.” !* 





48 Labor Looks at Automation (July 1959), p. 19. 
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Threat of displacement by reason of automation faces 
a part of the workers only in industries employing about 
40 per cent of members of the civilian labor force. How- 
ever, since there is no automatic regulator in the economic 
system, layoffs come in cyclical waves, with displacement 
in many industries coming in times of hardship. At a con- 
ference of labor leaders on problems created by automa- 
tion, in New York on Nov. 29, each of the speakers pre- 
sented gloomy statistics on the effects in his industry. 
Irving Epstine, general manager of the Joint Board of the 
Textile Workers Union, said that industry was producing 
exactly what it produced 10 years ago but with 350,000 
fewer workers. Thomas Young, secretary of the Building 
Service Employees International Union, said his union had 
lost 25,000 members in 20 years because of automation. 


Proposals for Expanding Job Openings 


NEW JOBS will have to be found for the 14 million young 
workers who will enter the labor force during the coming 
decade, but the jobs will not be forthcoming unless the 
growth rate of the economy is stepped up. President 
Eisenhower agreed in his last Economic Report, Jan. 19, 
that “output in the next decade” would have to be increased 
“at a still higher rate than has been experienced in the 
years since the Employment Act was passed.” 


It was said at the A.F.L.-C.1.0.’s convention at San 
Francisco in September 1959 that “A growth rate of 5 per 
cent a year ... is essential to provide enough jobs for a 
growing labor force in a period of technological change 
and rising productivity.” The federation’s executive coun- 
cil asserted that “failure of the economy to grow” at that 
rate would probably mean “persistent joblessness, as well 
as increasing difficulties in meeting national defense and 
public service needs.” 


President Kennedy, speaking at Flint, Mich., last Sept. 5, 
said that if the nation is to meet the challenge presented 
by rising productivity on one hand and a growing labor 
force on the other, “We must greatly expand our job train- 
ing programs to prepare men out of work in new skills 
and techniques that will help them find new jobs.” Ken- 
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nedy emphasized that assistance should be given to indus- 
try to provide job-training programs to prevent “undue 


hardship to employees” in factories introducing automa- 
tion. 


PROTECTION OF WORKERS IN AUTOMATED PLANTS 


Technological unemployment varies in intensity with the 
speed at which technologica] innovations are introduced. 
If the changes are gradual, it is often possible to retrain 
displaced workers for other jobs. Nathaniel Goldfinger, 
assistant director of research for the A.F.L.-C.1.0., advised 
management at the annual meeting of the National Indus- 
trial Conference Board last May 19 to “carefully plan for 
the introduction of automation in order to minimize the 
job and income losses of the employees.” Labor displace- 
ment can be eased in part by joint consultation between 
companies and unions. Management can help by introduc- 
ing automation in periods of high employment, by allow- 
ing time for retraining of employees, and by allowing 
natural attrition to effect any necessary reduction in the 
size of the work force. 


As long ago as 1936, railroad workers negotiated a “job 
protection agreement” which featured advance notice to 
the unions in case of planned transfers of jobs to other 
cities, the right of displaced workers to other jobs, and 
special unemployment compensation payments, fringe ben- 
efits and severance pay for workers who could not be re- 
tained.'!® George Meany said on July 29 that: 

Organized labor insists that the burdens of rapid technological 
change must be cushioned. . . . Advance notice to the union of the 
company’s intention to install new equipment is essential to permit 
joint labor-management planning to schedule the introduction of 
automation in periods of high employment. ... Since expensive 
equipment is ordered long before its installation, advance notice 
can provide the union and management with as much as two, three 
or more years to plan jointly for the change-over. 


When employees affected by automation belong to a labor 
union, hardship may be minimized through collective bar- 
gaining. Nearly one-third of all contracts contain provi- 
sions authorizing the union to participate with management 
in setting wage rates or work loads for new or changed jobs 





1 As recently as Jan. 24, 1961, however, some railroad workers felt need of added 
protection. Guy L. Brown, former head of the Brotherhood of Locomotive Engineers, 


urged a government-industry program to aid railroad workers displaced by techno: 
logical changes. 
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after introduction of new machinery. However, some com- 
panies have attempted to use introduction of new machinery 
to reduce the size and strength of the bargaining unit by 
reclassifying employees into supposedly supervisory cate- 
gories. 


Introduction of automation often causes significant 
changes in wage structures. New job classifications have 
to be worked out as production methods and worker duties 
change. With increased labor productivity and increased 
job responsibility, wage rates may have to be raised and 
wage incentive systems changed. Pension plans also may 
have to be revised to permit either early retirement or 
transfer of pension rights from one plant to another within 
an industry or area so that displaced workers will retain 
their earned benefits. 


CREATION OF NEW JOBS BY TREND TO AUTOMATION 


While contributing to technological unemployment, auto- 
mation has offered new job opportunities. The fastest 
growing group of workers has been that composed of per- 
sons with professional or technical training in scientific 
and engineering fields. The number of workers in clerical, 
sales, and supervisory capacities also has been growing 
faster than the labor force as a whole.2® Need for skilled 
maintenance workers has steadily increased and growing 
demand is expected for construction workers and skilled 
repairmen to install and maintain the increasingly com- 
plicated machines. Manufacture of automation equipment 
has itself become a source of expanding employment. More 
than a thousand concerns are now engaged in manufacture 
of automatic control devices. 


Paul A. Gorman, executive vice president of the American 
Telephone and Telegraph Co., said on Sept. 20 that at the 
beginning of 1960 “the operating telephone companies had 
582,000 employees, or 214 times as many as in 1920 when 
dial conversion began.” Gorman asserted that “Without 
automation, telephone service long ago would have been 


priced out of the reach of a large portion of present sub- 
scribers.”’ - 


Whole new industries have arisen and may be expected 
to arise in the coming decade through automation and 


» Employment in service industries will probably continue to grow, not only be- 


cause of increased demand for services but also because many services are not sus- 
ceptible to automation. 
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through development of new products and materials. New 
pharmaceuticals and rare metals, none of which could be 
made or utilized in acceptable quantity or quality except 
by automated techniques, are some of the products and 
materials whose exploitation will open up new job oppor- 
tunities. Ralph Cordiner, board chairman of General Elec- 
tric, told the Joint Economic Committee on Sept. 20 that 
“The United States has invested something like $100 billion 
in research and development in the past decade, and the 
results of this unprecedented effort to find and apply new 


knowledge are only starting to appear on the economic 
scene.” 


TRAINING OR RETRAINING OF WORKERS FOR NEW JOBS 


Workers with skills now coming into high demand natu- 
rally are more apt to find employment than those without 
such skills. A displaced skilled worker, therefore, needs 
retraining to acquire the skills required for jobs in an 
automated factory or office. New skills may be gained 
through orientation and on-the-job training programs, 
through apprentice training, and through various trade- 
school, college, and military programs. 


It has been estimated that at least 60 per cent of all 
specialized workers have acquired their skills through on- 
the-job training and through working up, step by step, to 
jobs demanding higher skills.21 Such training is usually 
conducted informally by key workers or supervisors. Many 
large companies, such as General Motors, use a more formal 
method of improving worker skills. A new worker may 
be trained in a special section of the plant or even in a 
separate technical institute. In the General Motors Insti- 
tute, for example, training may be acquired either on a 
full-time or on a part-time basis. Most smaller companies, 
however, depend on informal training programs and voca- 
tional schools to develop employee skills. 


One method of increasing the number of skilled workers 
not yet fully utilized is apprenticeship training. Graduates 
of good apprenticeship programs are prepared for a trade 
rather than for a specific job and, because of their broader 
skills, can readily adjust to changing conditions. Appren- 
ticeship involves a formal agreement requiring an employer 
to train a new worker in his shop for a specified period; 


2 Jacob J. Kaufman, Labor Mobility, Training and Retraining (study prepared 
for Special Senate Committee on Unemployment Problems, Jan. 22, 1960), p. 358. 
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the apprentice in turn agrees to work for the employer 
until completion of his training, which may last from two 
to eight years. 


As new industrial processes are perfected, the demand 
for skilled technicians may be expected to increase. Jobs 
in industries such as aircraft, chemicals, communications 
and electronics all require a high degree of training and 
experience. It has been estimated that by 1975 the United 
States will require 75 per cent more professionals and 
technicians than are now available. However, older work- 
ers whose skills are made obsolete by automation may find 


it difficult to acquire new skills and even harder to find a 
new job. 


SHORTENING OF WORK-WEEK TO SPREAD EMPLOYMENT 


Samuel Gompers said in his annual report to the Ameri- 
can Federation of Labor in 1887: “The displacement of 
labor by machinery in the past few years has exceeded 
that of any period in our history. . . . So long as there is 
one man who seeks employment and cannot obtain it, the 
hours of labor are too long.” 22. Reduction of working hours 
is now widely advocated as a means of curtailing tech- 
nological unemployment. 


In the early years of the Great Depression, when 13 
million people were out of work, numerous labor unions 
called for a 30-hour week. Considerable support for legis- 
lation to that end was manifested in Congress. A 30-hour 
bill sponsored by Sen. (now Supreme Court Justice) Hugo 
L. Black (D Ala.) passed the Senate on April 9, 1933, only 
to be bypassed in the lower chamber when interest shifted 
to the National Industrial Recovery Act as the chief weapon 
for fighting the depression. 


The Fair Labor Standards Act of 1938 established a 
40-hour week as the general standard, but organized labor 
never considered a work-week of that length the final goal. 
At the convention which united the two major labor fed- 
erations in December 1955, resolutions were adopted calling 
for shortening of the work-week both through collective 
bargaining and through amendment of the Fair Labor 
Standards Act.2* Schedules shorter than 40 hours have 
been estdblished in many industries; one of every six office 


= Samuel Gompers, Labor and the Employer (1920), pp. 81-82. 
% See “Four Day Week,” E.R.R., 1957 Vol. I, pp. 845-846. 
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and plant workers now is on a standard work-week of less 


than 40 hours. But the statutory standard has remained 
unchanged. 


Union leaders contend that a shorter work-week would 
be in the interest of most workers. However, the proposal 
has had little appeal for rank-and-file workers, who would 
prefer a few hours of overtime at premium pay. Solomon 
Barkin, research director for the Textile Workers’ Union 
of America, has written that the issue is “still too novel 
for many workers.” 24 Two hundred labor leaders were in 
general agreement, at a conference in New York last No- 
vember, that a shorter work-week would mitigate the effect 
of automation on jobs, but that such a reduction would 
be unacceptable without readjustment of hourly wage 
rates.22> W.S. Woytinsky said two years ago: 


The unemployment problem permits a fair solution on the basis 
of a three-year or five-year agreement between management and 
labor. The agreement might provide ... a raise of 5 per cent a 
year for the next three years, with the understanding that weekly 
hours of work will be reduced from 40 to 39 the first year, to 37 
hours the second year, and to 35 hours the third year. Or, the tran- 
sition . . . might be effected under an agreement providing for a 


5 per cent raise in hourly rates and the shortening of the work- 
week by one hour each year.26 


The National Association of Manufacturers, on the other 
hand, recently took the position that a shorter work-week 
would aggravate rather than relieve unemployment. It 
would do so, the N.A.M. maintained on Jan. 26, because 
shortening of hours of work would merely “spread the hard- 
ship resulting from an insufficient demand for labor.” The 
association contended that a shorter work-week could not 
be accomplished without either lowering weekly wages or 
raising prices. 


* The Shorter Work Week (1957), p. 58. 


* The International Ladies Garment Workers’ Union in the past five years has 
negotiated reductions in the work-week from 40 to 35 hours for more than 200,000 


workers. The rubber industry for many years has had an important segment of its 
labor force on a six-hour work-day. 


*W. S. Woytinsky, “How to End Unemployment,” New Leader, April 13, 1959, 
p. 8. 
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